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E.O. 11652: N/A 
TAGS: ETRD, EAGR, EC 

SUBJECT: EC IMPORT SYSTEM FOR PROCESSED FRUITS AND VEGETABLES 

L IT IS UNFORTUNATE THAT THE EC COUNCIL OF AGRICULTURAL 
MINISTERS DECIDED TO IMPLEMENT A COMMON COMMERCIAL POLICY FOR 
PROCESSED FRUITS AND VEGETABLES WHICH PROVIDES FOR THE IMPOSITION 
OF SEVERAL NON-TRAFFI BARRIERS TO TRADE BETWEEN THE EC AND THIRD 
COUNTRIES (REFTELS). THE MINIMUM IMPORT PRICE FOR TOMATO 
CONCENTRATES, AND THE IMPORT CERTIFICATION (LICENSING) AND 
SURETY DEPOSIT REQUIREMENTS FOR CANNED PEACHES, DRIED 
PRUNES, AND SEVERAL OTHER PRODUCTS APPEAR TO BE INCONSISTENT 
WITH SPECIFIC GATT PROVISIONS, IMPAIR GATT BINDINGS, AND WILL 
LIKELY HAVE A DISRUPTING EFFECT ON US TRADE IN PROCESSED FRUITS AND 
VEGETABLES. 

2. US OBJECTIONS TO MINIMUM IMPORT PRICES (MIP'S) AS WELL AS 

TO IMPORT CERTIFICATION AND SURETY DEPOSITS SHOULD BE WELL KNOWN TO 
THE COMMISSION AND THE COUNCIL, BASED ON PAST REPRESENTATIONS 
AND CONSULTATIONS, INCLUDING GATT ARTICLE XXII: 1 CONSULTATIONS 
IN 1969. MIP S LIMIT AND DISTORT COMPETITION AMONG SUPPLIERS, 

AND THEIR BASIC CONCEPT-THAT IMPORTS BELOW A CERTAIN PRICE ARE 
PROHIBITED— IS FUNDAMELTALLY INCONSISTENT WITH THE GATT. THE 
LICENSING AND SURETY DEPOSITS USED TO ENFORCE THE MIP SYSTEM 
CONSTITUTE ADDITIONAL OBJECTIONABLE FEATURES. ALSO, THE 
PROVISION TO EXEMPT CERTAIN COUNTRIES FROM THE SURETY DEPOSITS 
FOR TOMATO CONCENTRATES IN EXCHANGE FOR UNDERTAKINGS ON THEIR 
PART TO GUARANTEE THEIR EXPORT PRICES AT OR ABOVE THE MIP IS 
INCONSISTENT WITH THE MFN PRINCIPLE. 

3. U.S. EXPORTS TO THE EC OF TOMATO CONCENTRATES, WHICH INITIALLY 
WILT. BE THE ONLY PRODUCT COVERED BY A MINIMUM IMPORT PRICE, 

ARE NOT SIGNIFICANT. HOWEVER, THE EC SHOULD UNDERSTAND THAT 
THIS DOES NOT DIMINISH US CONCERN. AN MIP FOR ANY PRODUCT WHOSE 
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TARIFF IS BOUND IN GATT SERVES AS A DANGEROUS PRECEDENT FOR MORE 
INFRIGEMENTS ON MARKET COMPETITION. WE ARE PARTICULARLY 
CONCERNED THAT FAILURE OF THE US TO TAKE STRONG ACTION IN THIS 
CASE COULD LEAD TO EXTENSION OF THE MIP PRINCIPLE TO PRODUCTS 
WHERE THE US HAS A MORE SUBSTANTIAL TRADE IN TEREST. MOREOVER, 
RESTRICTIONS ON THE IMPORTATION OF TOMATO CONCENTRATES INTO THE 
EC COULD DIVERT MEDITERRANEAN SUPPLIES TO THE US AND ALSO 
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CANADA WHICH IS V VIRTU ALLY OUR SOLE REMAINING EXPORT MARKET FOR 
CONCENTRATES. 

4. THE US UNDERSTANDS THAT THE FOLLOWING PRODUCTS WILL BE 
SUBJECT TO IMPORT CERTIFICATION (LICENSING) AND SURETY DEPOSIT 
REQUIREMENTS: PEELED TOMATOES, TOMATO JUICE. CANNED PEAS AND 
BEANS, CANNED MUSSHROOMS, DRIED PRUNES (BEGINNING JAN. 1. 1978). 
RASPBERRIES (FROZEN, CANNED, ETC,), CANNED PEARS, AND CANNED 

PEACHES. ALL OF THESE PRODUCTS EXCEPT CANNED MUSHROOMS AND PRESERVED 
RASPBERRIES ARE COVERED BY GATT BINDINGS. THE VALUE OF US EXPORTS 
OF THE "CERTIFICATE'' ITEMS TO THE EC AVERAGED DOLS 22.5 MILLION 
DURING THE FOUR YEAR PERIOD 1971-74. DRIED PRUNES (DOLS 15.1 
MILLION) AND CANNED PEACHES (DOLS 6.6 MILLION) ACCOUNTED FOR 
VIRTUALLY ALL OF THESE EXPORTS. 

5. THE IMPORT CERTIFICATE/SURETY DEPOSIT SYSTEM HAS A NUMBER 
OF INCONSISTENCIES WITH GATT PROVISIONS, AND WILL TEND TO HAVE 
A RESTRICTING EFFECT ON IMPORTS. THE 5-DAY DELAY IN ISSUANCE OF 
IMPORT CERTIFICATES AND THEIR LIMITED PERIODS OF VALIDITY (75 
DAYS) CLEARLY INDICATE THAT THE SYSTEM IS DESIGNED TO FACILITIATE 
APPLICATION OF SAFEGUARD MEASURES SUCH AS THE EC HAS APPLIED 

IN THE PAST FEW YEARS TO TOMATO CONCENTRATES AND CANNED MUSHROOMS. 
THIS HAS ALREADY CAUSED ANXIETY IN THE TRADE OVER ACCESS TO 
THE EC MARKET. 

6. DURING PAST US-EC CONSULTATIONS ON THE THEN PROPOSED 

IMPORT SYSTEM FOR PROCESSED FRUITS AND VEGETABLES, THE US EMPHASIZED 
THAT PROMPT AND APPROPRIATE ACTION WOULD BE TAKEN IF US RIGHTS 
UNDER GATT WERE IKPAIRED. IN THE JUDGMENT OF USG, IMPLEMENTATION 
BY THE EC OF AN MIP SYSTEM AND AN IMPORT CERTIFICATE/SURETY 
DEPOSIT SYSTEM IMPAIRS THESE GATT RIGHTS. CONSEQUENTLY 
MISSIONV SHOULD INFORM THE COMMISSION THAT USG IS SERIOUSLY 
CONSIDERING CONSULTATIONS UNDER GATT ARTICLE XXIII: 1 ON THE 
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PROCESSED FRUITY AND VEGETABLE IMPORT SYSTEM. THESE CONSULTATIONS 
WOULD BE CONCERNED WITH THE IMPORT CERTIFICATE/SURETY 
DEPOSIT SYSTEM AND THE MIP SYSTEM. USG OFFICIALS PLAN TO RAISE 
US CONCERNS AND THINKING REGARDING THE IMPORT SYSTEM WITH HIJZEN 
AND RABOT DURING THEIR WASHINGTON VISIT. MISSION SHOULD IMMEDIATELY 
INFORM APPROPRIATE COMMISSION OFFICIALS OF THESE PROPOSED 
DISCUSSIONS. EMBASSIES IN CANBERRA AND PRETORIA ARE REQUESTED 
TO INFORM THEIR HOST GOVERNMENTS OF US THINKING. KISSINGER 
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